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1978 Highlights 


FROM THE FINANCIAL STATEMENTS 


1978 

MEUCCARHINGS (OSS) Kui Ne Oa so RRL $ 2,372,000 
JL Pa PUTTS Fee as Ra Oe are ACO eh se Te Oe ce a a a $ 583,000 
PIRATE NGINETS /OGUITVit ne aria oud ccc Meee eC $24,254,000 
PER SHARE COMPARISONS 

Earnings (loss) before investment gains ............... $ .04 
Net gain (loss) on disposal of investments ............. 1.77 
PSC ALMINGS (1085) critic ahs lie foes hia ees eS $ 1.81 
PE LCM re Oe ee ae ae AAT ed ee noi le & Ae NL al $ .45 
MOATENOMICTS “COUILY ee ee ne esos ea. bsiphe ole $17.89 


1977 
$ (2,312,000) 


$ 551,000 


$21,869,000 


$ (1.49) 
(.29) 
$ (1.78) 


§ 4212 


$16.88 
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President’s Report to the Shareholders 


The Year in Review 
1978 was a year of further consolidation 
for your Company, the highlights being:— 


1. The sale of our equity in Alliance 
Building Corporation Limited for $7.7 
million. 


2. The settlement of our legal actions with 
D.B. Diversified Limited. 


3. The continued success of Barrymore 
Carpet Inc., in which we have a 50% 
interest. 


4, A further successful year in our stock 
market activities. 


Alliance Building Corporation Limited 

In September 1978 we sold our 63% 
equity interest in Alliance for $7.7 million 
in cash which resulted in a net gain on 
disposal of $1.8 million. Over the past few 
years and despite tremendous efforts by 
its management Alliance continued to 
experience cash flow problems due prim- 
arily to the carrying costs of its large land 
portfolio. Had this investment not been 
sold TALcorp would have had to inject 
further equity into Alliance late in 1978. 
The purchasers of Alliance have substan- 
tial financial resources and Alliance 
should have the opportunity of prospering 
under their ownership. 


D.B. Diversified Limited 

During the year we settled, on satisfactory 
terms, the legal actions with D.B. 
Diversified Limited relating to our right to 
sell our holdings (which originally cost 
$1,854,000) in Bad Boy Appliances and 
Furniture Limited to D.B. Diversified 
Limited. This right was previously in 
dispute but was amicably settled on the 
basis of TALcorp receiving for its Bad Boy 
shares $1.6 million of cumulative redeem- 
able preferred shares of D.B. Diversified 
(with a dividend rate of one half the prime 
bank rate plus 112 %) together with the 
right to receive a $400,000 preferential 
distribution out of the profits of Barrymore 
Carpet Inc. (jointly owned by TALcorp 
and D.B. Diversified) if Barrymore 
achieves certain profit levels for the five 
year period ending December 31, 1981. To 
achieve the full $400,000 preferential dis- 
tribution Barrymore will have to earn an 
average of $800,000 per year in 1979, 1980 
and 1981. As you will see below, 
Barrymore earned $1,085,000 in 1978. 


In addition we accepted a further $900,000 
of D.B. Diversified cumulative redeemable 
preferred shares, redeemable in 1981, 1982 
and 1983 in satisfaction of a loan of that 
amount made by TALcorp to D.B. 
Diversified at the time of the Bad Boy 
acquisition. 


Barrymore Carpet Inc. 


Barrymore had another very successful 
year (its second full year of operations 
since we jointly with D.B. Diversified ac- 
quired this investment), with sales of $21.7 
million and net income of $1,085,000 com- 
pared with $19 million and $525,000 
respectively in 1977. The carpet industry 
generally had a very difficult year in 1978, 
so these results reflect a high degree of 
performance by Barrymore management, 
to whom all the credit is due. 


Stock Market Activities 


Once again we were successful in our 
stock market activities during 1978. The 
capital appreciations, based on average 
carrying values, on our quoted trading and 
investment portfolios were 35% and 61% 
respectively. The Toronto Stock Exchange 
Index increased 23.6% and the Dow Jones 
Index decreased 3.1% during the same 
period. The market value of the quoted 
trading and investment portfolios amoun- 
ted to $2,321,000 and $2,880,000 
respectively at year end. 


Dividends 

In 1978 dividends were increased from 
421/¢ to 45¢ per share — the seventh 
successive year of dividend increases. 
1978 Financial Performance 

The table below sets out the key indicators 
of the Company’s financial position:— 


(in thousands of dollars) 1978 1977 


Pinanelabincome 2%, poke97 2, 5, 1.700 
Equity earnings 
(ORES Riu salig opie Rie 155 (1,739) 
PAG PNB plead 4 
Earnings (loss) before 
investment gains... §$ 46 §$ (1,934) 


Per share ....... 04 (1.49) 
Net earnings (loss) for 
PEL Vea Ty hens Lye. Su2;872, wht 2.312) 
Pershare ...... 1.81 (1.78) 
Shareholders’ equity 
at book value ..... $24,254 $21,869 
Dershate ys... 5. 17.89 16.88 


Book value per share increased from 
$16.88 to $17.89 after the payment of 
dividends totalling 45¢ per share. The 
$17.89 figure compares with manage- 
ment’s internal valuation of $18.67 per 
share. As mentioned before the build-up 
of assets per share has been the main 
objective of your Company since it became 
an investment holding and management 
company in 1971 — at that time the book 
value per share was $2.72. 


Changes to Share Structure and 

Capital Surplus 
During the year the share structure of 
your Company was significantly simpli- 
fied by an amalgamation of the Company 
and some of its wholly-owned subsidiaries 
including Toronto and London Investment 
Company Ltd. whose 1,860,000 Class C 
convertible non-voting participating 
shares of the Company were cancelled 
upon the amalgamation. 


In December, 1978 the Company transfer- 
red $12,198,636 ($9.00 per share) from 
contributed surplus and retained earnings 
to its share capital. The purpose of this 
transfer was to pass on to the shareholders 
some of the advantages relating to our 
‘1971 Capital Surplus on Hand”’ before the 
right to do so expired on December 31, 
1978 and to provide some flexibility in the 
form of payment of future dividends. 


Recent Events 

Subsequent to year end we sold 287,794 of 
our 337,794 shares of Peoples Department 
Stores Limited (now named Marks & 
Spencer Canada, Inc.) for $2,302,352, i.e. 
$8 per share. These shares, although 
having a book value of $6.59 per share 
after equity adjustments, originally cost 
$2.50 per share and this sale brings to an 
end a happy and very rewarding involve- 
ment with Peoples dating back to 1971 
when control of Peoples was acquired by 
your Company. Shareholders will remem- 
ber that the controlling interest was sold to 
Marks & Spencer of the United Kingdom 
in 1975. 


Earlier this year we purchased a 23.1% 
interest in Tolux S.A. for U.S. $866,858 
which price reflected a small discount on 
net asset value, the whole of the assets 
being cash at the time of purchase. Tolux 
is a Luxembourg registered closed-end 
fund and its shares are listed on the Lon- 
don and Johannesburg Stock Exchanges. 
The policy of Tolux is to invest in “‘under 
valued” listed U.S. securities and the 
investment programme is expected to 
commence later this year. In the meantime, 
Tolux’s funds have been invested in the 
short-term money market and in gold 
bullion. 


Future Prospects 


Your Company remains in an extremely 
strong financial position with cash and 
marketable listed investments of approx- 
imately $12.7 million and other near cash 
investments (i.e. short-term loans, mort- 
gages and debentures) of a further $5.2 
million with virtually no debt. In fact the 
cash and near cash investments amount 
to approximately $13.21 on a per share 
basis. Accordingly, we are in an excellent 
position to take advantage of any good 


investment opportunities which may arise. 


We have not found it easy over the past 
few years to find what we consider to be 
suitable major investments for your 
Company, although in view of the troubled 
economic scene, we have been somewhat 
cautious in our approach. We are contin- 
ually reviewing acquisitions and invest- 
ment opportunities and are hopeful that 
we will soon be able to utilize more 
actively our large cash resources. 


GWG 


ROBERT SMITH 
Chairman and President 


(in thousands of dollars) 1978 
(note 1) 

Earnings (loss) before investment 

PAINS as. cosas oe oe yore Ue ee $ 46 

Per shatéct ee ucs Se ee 04 
Net gain (loss) on disposal 

of investments (note 2) .............. $ 2,326 

PEE SATE iyeescs pons ae eee 1.77 
Net earnings (loss) for the year ..... $ 2,372 

Per'sharey sso t oe a ee 1.81 
Cash dividends paid ............... $ 583 

Per suare:acock eee eee 45 
Shareholders’ equity (note 3) at 

bookwaltteiis Ase coig enae mare $24,254 

Per shiare’s630.2'.5, Wes Saee ORs ees 17.89 


Common shares (adjusted for 
sub-division and conversions): 


Weighted average ............... 1,311 
Outstanding at end of year 
(note: S)ag Jette aaa oe 1,355 
Price range on TSE: 
Highsussts ca caceee ee ee $ 11.25 
BOW ie Stn che chaaese wit tad ee ee $ 8.00 
Notes: 


1. Per share figures for 1975, 1976 and 1977 reflect the 
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Eight Year Financial Review 


1977 
(note 1) 


$ (1,934) 
(1.49) 


$ (378) 
(.29) 


$ (2,312) 
(1.78) 


$ 551 
42Y2 


$21,869 
16.88 


1,295 


1,296 


$ 12.63 
$ 8.00 


deduction of 1,860,000 shares of the Company held by 


its subsidiary, Toronto and London Investment 


Company Ltd. These shares were cancelled when this 

subsidiary was amalgamated with the Company in 1978. 
2. Extraordinary gains of a subsidiary company for 1974, 

1975, 1976 and 1977 have been reclassified as net gain 


(loss) on disposal to conform with the method of 
presentation adopted in 1978. 

3. 1976 based on equity subsequent to purchase and 
cancellation of 604,745 shares in January 1977. 


1976 
(note 1) 


$ 794 
42 


$ 3,718 
1.98 


$ 4,512 
2.40 


$ 754 
.40 


$24,729 
19.09 


1,876 


1,295 


$911.75 
$ 7.00 


1975 
(note 1) 


$ 1,561 
.67 


$ 6,348 
2.72 


$ 7,908 
3.39 


$ 933 
35 


$28,083 
15.03 


2,333 


1,868 


GaeOs75 
$ 4.30 


1974 


$ 2,943 
79 


$ 1,205 
32 


$ 4,150 
js if 


$ 932 
.25 


$33,541 
9.00 


3,728 


3,728 


$ 8.25 
$ 3.40 


1973 


$ 2,412 
65 


S 1,111 
.30 


$ 3,523 
95 


$ 559 
15 


$30,561 
8.20 


3,728 


3,728 


$ 19.50 
$2° 7,00 


1972 


$ 1,354 
41 


$ 3,730 
1.12 


$ 5,084 
1.53 


$ 186 
.05 


$26,583 
7.13 


3,332 


3,728 


$ 18.75 
$ 6.13 


se yal 


Auditors’ Report 


To the Shareholders of 
TALcorp Associates Limited: 


We have examined the consolidated 
balance sheet of TALcorp Associates 
Limited as at December 31, 1978 and the 
consolidated statements of earnings, 
retained earnings, contributed surplus and 
changes in investments for the year then 
ended. Our examination was made in 
accordance with generally accepted 
auditing standards, and accordingly 
included such tests and other procedures 
as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial 
statements present fairly the financial 
position of the company as at December 
31, 1978 and the results of its operations 
and the changes in its investments for the 
year then ended in accordance with 
generally accepted accounting principles 
applied on a basis consistent with that of 
the preceding year after giving retroactive 
effect to the change in accounting presen- 
tation described in note 2 to the financial 
statements. 


Toronto, Canada Clarkson, Gordon & Co. 
February 19,1979 Chartered Accountants 


qe 
Consolidated Balance Sheet 


DECEMBER 31, 1978 


(with comparative figures at December 31, 1977) 


ASSETS 1978 1977 
Investments (note 3): 
Associated company — 
Unquoted.shares,at:equityos sh saan cise hh ok oe ee eee $ 1,485,978 $ 1,078,978 
Notes receivable;-aficostsiaw wis oe eee Goa a eee eee 115,659 115,659 
1,601,637 1,194,637 
Unconsolidated subsidiary company — 
Quoted: shares, at equity | o.930 ns cane meet 02 een 6,160,757 
Portfolio — 
Quoted securities, at the lower of cost and market ............ 2,474,012 2,805,976 
Unquoted securities, at the lower of cost and estimated 
tealizable value sn amici. este abery cca eee eee 5,669,264 4,989,264 
8,143,276 7,795,240 
Real estate (note 6) — 
Revenue producing property 2.22. se ere ae ee ee 2,507,629 987,986 
Property: held for. filture-development=.. 2). - 24)... see 201,697 200,228 
2,709,326 1,188,214 
Total:investments 3.0.2 Se. G, nas a, ee ee ee 12,454,239 16,338,848 
Trading securities, at the lower of cost and market (note 3(b)) 2,018,225 1,839,310 
Gash and:short-term deposits 2 7... - ios tea vos Pe eae 8,196,060 1,860,388 
Notes, mortgages and accounts receivable (note 7) ................ 3,912,545 3,157,262 
Oune rn? ese FR ee eee ee NOS SAG ak ETE OAT Rei RE 182,032 496,764 
$26,763,101 $23,692,592 


(See accompanying notes to consolidated financial statements) 
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LIABILITIES 


Accounts payable and accrued charges ...................00 cee eeeee 
POCOMC. CAXES DAY AIC iss eee ee oie Eie P eee Diane Sn nc 
Bonds and mortgages payable (note 8) ............. 0... cece eee eee 
PBA NPEERISITELLES at On eet) tens oe Seg ate oh oh oka Sew winiiaegte a tk gail wl OTS 
SHAREHOLDERS’ EQUITY (note 4) 

Pe ROME UA le ete Zo Pe eal ne ht aon RA His, ds Ok 8 a Le RO a 
Contributed surplus 
Retained earnings 


ane: a 6! tet oF el 6 6 ye uel, 16: fe © je) eo) .6; whis) 8.6 o*.e: ie) @) Ke. a) 9 &) 6 <a, (ee! 8) elf #0 6) 6. 6) Jo. 6! 6 56: 


w COLNOLeP NOM OuO be) '6. wil 0. 6: ea 16) 6: © <0: (9! ‘0. o, (ee: ety e) (é .eime: 0) 0) e: <6 6) © Ley @ 8) (6; 9, of 0 0) 0,° 6) 2! 0 


Less the carrying amount of the Company’s shares held by a 
BONGO MO NIET (SIO STOTALYN edict ay), scare Aiaie a5 w tS Wind Whale oe WOR W A eT 


On behalf of the Board: 
ROBERT SMITH, Director 


GEORGE H. MONTAGUE, Director 


a1 


1978 


$ 549,524 
61,298 


1,898,604 
2,509,426 


17,571,602 


6,682,073 


24,253,675 


24,253,675 


$26,763,101 


1977 


$ 678,262 
693,368 
452,000 


1,823,630 


12,149,706 

4,434,735 
17,721,602 
34,306,043 


12,437,081 
21,868,962 


$23,692,592 


ch 


Consolidated Statement of Earnings 


YEAR ENDED DECEMBER 31, 1978 


(with comparative figures for 1977) 


Financial income including interest, fees, rental revenues, 
trading gains:and dividends (note.3), s2s.25.52 52022 ano ane ee 


Equity in net earnings (loss) of associated and unconsolidated 
subsidiary companies involved in: 


Industrialsactivitiesis ss. sn. hepa were we ee ee 
Real estate activities 2 3 .:5..fesu5 es Oa ee eee 


Expenses. (note 9): srucgac nae. ciao See esate ee 
Earnings (loss) before net gain (loss) on disposal of investments ........ 
Net gain (loss) on disposal of investments (note 3(d)) .................. 


Net earnings (loss)’for the year... 22... 020502 ee ae ce ee eee 


Earnings (loss) per share 
Earnings (loss) before net gain (loss) on disposal of investments ...... 
Net'gain (loss) on disposal-ofinvestmentsa.. 21-6. eae eae 


Total for the year 


e (0) 6 0 © 10) @) fe: 0. eles 6 6: 6 0 6 € © 0: 1¢ ‘0 10 0,6 6 © 6 ©, 0 "0! 6: 6 0) (0,0) 6,8 91) 0) (eo: le) 16: 8), 0) 16 


(See accompanying notes to consolidated financial statements) 
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1978 


$ 1,972,084 


542,000 
(387,000) 
155,000 
2,127,084 
2,081,771 
45,313 
2,326,363 
$2,371,676 


$ .04 
1.77 


$1.81 


1977 


$ 1,755,054 


262,596 


(2,002,057) 
(1,739,461) 


15,593 
1,949,532 


(1,933,939) 


(377,954) 


$ (2,311,893) 


$(1.49) 
(.29) 


$(1.78) 


ch 


Consolidated Statements of Retained Earnings and Contributed Surplus 


YEAR ENDED DECEMBER 31, 1978 


(with comparative figures for 1977) 


STATEMENT OF RETAINED EARNINGS 


ReanereOe at DC Gi INO mn CAL oe cst ah  gtetatss Sn 4 ais 5, SMa ie LP Oe ws 
Amount applicable to shares purchased for cancellation ............... 


Amount cancelled upon amalgamation with subsidiary company 
(note 4(a)) 
Amount transferred to share capital (note 4 (b)) ...................04. 


ee 


STATEMENT OF CONTRIBUTED SURPLUS 
GIATICE Ab DE CIN NICO VERE Go eyo a aie tae he wie lg KFA ee aN na ION 8 
Amount applicable to shares purchased for cancellation ............... 


Amount cancelled upon amalgamation with subsidiary company 
(note 4(a)) 


Amount transferred to share capital (note 4(b)) ...................04. 


Cr 


Balancer enciOl year wats ped ME NS ca Ss ees bbe 


(See accompanying notes to consolidated financial statements) 
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1978 
$17,721,602 


(2,498,547) 
(10,329,395) 
4,893,660 
2,371,676 
7,265,336 
(583,263) 
$ 6,682,073 


$ 4,434,735 


(2,565,494) 
(1,869,241) 


AST 7. 


$24,794,168 


(4,210,136) 


20,584,032 
(2,311,893) 


18,272,139 
(550,537) 


$17,721,602 


$ 5,284,674 
(849,939) 


$ 4,434,735 


ch. 


Consolidated Statement of Changes in Investments 


YEAR ENDED DECEMBER 31, 1978 


(with comparative figures for 1977) 


Source of investment funds 


Earnings (floss) from operations Ss fac n eo et eee oo ee ee 
Equity in net earnings (loss) of associated and unconsolidated 
subsidiary companies net of capital gains tax .................... 


Proceeds.on-disposal-of investmentss2.c....> o>. oe eve Sie eee 
Increase-in- mortgages payable = os oa vss oe ee ee 
Issuance of share capital 
Miscellan GOus weiScnaek oe ccs & vhacehak sey ck bos Sees ES ee 
Decrease in cash and short-term deposits ..............00 cece eeeees 
Decrease in notes, mortgages and accounts receivable ............... 
Decrease in short-term advances to related companies 


© (8: '@ oy .8 6. 6! (0) (eve: @..@ (Sh 0) 6° 0: 18) 6) 0) e iw © e001 eo: eh 1 ‘0! ©) © 6 18; Wee) 6) 6) 9 18 


io) ge 10, Tee ‘ero te: Te ele) 16! tex 


Deduct: 


Increase in cash and short-term deposits .......<..i..40.50s see ewes 
Decrease in income taxes. payable... 2... v janes Ba ae Sa 
Increase in notes, mortgages and accounts receivable ............... 
Dividends paid: 2322 esa vet ao ate eae ee re ee ee ee 
Increase in trading securities 
Decrease in accounts: payable <..)). 5-5. cdens. «ols sce oo SR ee eee 
Redemption: of issued: share-capital s.5 a5: «cu. eee ae ne 
Decrease in bonds and mortgages payable 
Increase in deferred income taxes 


Di ce: 10: 1) <@) 6) (6: Yee ‘w) sence! By 8; 0; 10.6) (Be! (6> 1016) fw: (w io. we 0,6: 1b: ot 01 8) ce) Co pias, ‘eo 


Oe Oh ey enim wt! 6 wm ew) Ce) Te (0) @ 6, o- © 0 6y\6; on 6 


# Ue) ep 0. @) (6, ‘8, 0; Or 8! e186) 6 neh Sew: LO! Sh a) “a! oh a! le: ie) te 6) 6 Merce! 


Funds used for (provided from) investments 


Investments at beginning of year 
Add (deduct): 
Equity in net earnings (loss) of associated and unconsolidated 
subsidiary companies less dividends received ................+++: 
Carrying amount of investments disposed of a. «..+2 uses ne sere 
Recovery of (provision for) decline in market value of 
investment portfolio 


©: 16) 6 ey 0? w, Ore) ase, ena a7 3d) (a) celle, we el neue) ene nm 


© sie © oe Bw, 06 eee 0 ‘ew ie 9) love © 6) 2) 6 @ & © «is ‘we ee) ae) ee 


8 © Ce 10 ee) Oe Oe, io: (0i_W Le) 0) #16 %@) le vel e Sike OS We) fe: © 6) ie) 6) eo ie Be) 6) Ww ke) 


Investments at end of year 


OO ee wh el el 6, 6 el Fe wet wh wie ieee) oy oo es ele let 0) 9) re ee) Oye, io) ote Vel # hee 


(See accompanying notes to consolidated financial statements) 
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$ 45,313 


117,000 
(71,687) 


10,332,676 
1,446,604 
596,300 
314,732 


12,618,625 


6,335,672 
1,339,552 
755,263 
583,263 
178,915 
128,738 


9,321,403 


3,297,222 
16,338,848 


117,000 
(7,666,036) 


367,205 


$12,454,239 


1977 


$ (1,933,939) 


(1,805,110) 


(128,829) 
3,165,477 


578,902 
6,061,332 
1,231,103 

300,000 


11,207,985 


770,484 


550,537 
988,935 
555,005 
7,388,343 
1,122,953 
717,799 


12,094,056 


(886,071) 
22,547,515 


(1,805,110) 
(3,438,314) 


(79,172) 
$16,338,848 


CORP 


Notes to Consolidated Financial Statements 


DECEMBER 31, 1978 


1. BUSINESS OF THE COMPANY AND 
ACCOUNTING POLICIES 


TALcorp Associates Limited is an investment and holding 
company and its directors have determined at a meeting of 
directors, and recorded in the minutes of such meeting that 
the foregoing is the only class of business conducted by it. 
Its wholly-owned financial subsidiaries conduct a financial 
and management services business and a securities trading 
operation. For financial statement purposes, this group of 
companies is herein called the ‘‘Company”. The Company 
holds or has held interests in a number of long-term invest- 
ments and trading securities which are described as 
follows: 


Associated companies — companies 50% or less owned 
which are operated autonomously and in which the 
Company has significant influence. 


Unconsolidated subsidiaries — companies more than 50% 
owned but which are operated autonomously and whose 
business operations are not primarily of a financial nature. 


Portfolio investments — investments in quoted and 
unquoted equity and debt securities of companies in which 
the Company exerts no significant influence. 


Trading securities — quoted and unquoted securities 
purchased with the intention of holding them for the 
short term. 


BASIS OF PRESENTATION of the financial statements of 
the Company and the above investments is summarized as 
follows. The accounts of TALcorp Associates Limited are 
consolidated with its financial subsidiaries only. Invest- 
ments in associated companies and unconsolidated subsi- 
diaries are accounted for by the equity method whereby 
the investments are initially recorded at cost and carrying 
amounts are adjusted to recognize the Company’s share of 
earnings or losses and capital transactions since acquisi- 
tion and reduced by dividends received. Capital gains taxes 
are accrued on adjustments to investments accounted for 
by the equity method; the carrying amounts of such 
investments are reduced by the capital gains tax accruals; 
the provisions with respect to equity earnings or losses are 
included with income tax expense while capital transac- 
tions are reflected net of such provisions. 


Additional financial information with respect to these 
investments is provided in the notes to the financial state- 
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ments. All significant intercompany transactions are 
eliminated. Since the Company’s business is primarily 
investment holding and accordingly financial in nature, 

the basis of presentation outlined above is considered to 

be more informative than a full consolidation incorporating 
the non-financial subsidiaries. 


Quoted portfolio investments and trading securities are 
carried at the lower of average cost and market as deter- 
mined by comparing the aggregate cost of each category 
with its respective aggregate market value. Prior years’ 
provisions for decline in market value which are no longer 
required are returned to income. Market values are based 
on the last reported sale or closing bid price on security 
exchanges or over-the-counter markets. 


The aggregate market value of quoted investments by 
category is detailed in the notes to the financial statements. 
Unquoted portfolio investments are carried at the lower of 
cost and estimated realizable value. 


REAL ESTATE INVESTMENTS are carried at cost less 
accumulated depreciation. Expenditures for renewals and 
betterments are capitalized at cost. Profits or losses on 
sales of real estate are included in the statement of 
earnings. Maintenance and repairs are charged to expense 
as incurred. 


ACQUISITIONS OF INVESTMENTS are recorded on the 
purchase basis of accounting. The difference, if any, 
between the purchase price of an acquisition and the 
acquired interest in net tangible assets at estimated fair 
value will be amortized to earnings over a reasonable 
period of time. 

EARNINGS PER SHARE are computed on the basis of the 
weighted average number of shares outstanding in 

each year. 


2. CHANGE IN ACCOUNTING PRESENTATION 


In prior years, the investment in Mid-Continent Property 
Group Limited, a wholly-owned subsidiary, was accounted 
for on the equity basis. This company has now disposed 

of most of its real estate interests and its operations 

have become largely financial in nature. Accordingly, in 
1978 the accounts of Mid-Continent have been consolidated 
and the comparative figures for 1977 have been retro- 
actively restated to conform with this presentation. This 
change has no effect on reported earnings. 


3. INVESTMENTS 


(a) Analysis of investment in shares of associated and unconsolidated subsidiary companies: 


Associated company — 
Unquoted shares: 


Barrymore: Carpetelnci le nsiec eae etn 


Unconsolidated subsidiary company — 
Quoted shares: 


Alliance Building Corporation Limited 


lax evel Xo (ote lew ‘ah elena: @ 


(b) Market values of quoted investments and trading securities: 


Quoted:portfolio:securitiesvas ee See ee Sn ee ec cee 
Trading securities: iii ee ate accss : oa ee so ae ee aeons 


(c) Analysis of earnings: 


Interest 
Rental revenue 
Portfolio investments 


Uneonsolidated subsidiary a. cc ce eee coe pees Enc prae eth sre 


Associated company (note) 
Other sources 


Note: 


The equity earnings of an associated company include an 
extraordinary gain of $250,000 representing the recovery 


of an income tax loss carry forward. 


(d) Analysis of net gain (loss) on disposal of investments: 


Proceeds on disposal 
Deduct: 


Carrying amount of investments disposed of 
Taxes on excess of proceeds over carrying amount 


Oy '0: 0:6, 16: <e1 (0) Jems, 0 feijel.0, she ¢) ole Le yete, wieiie..0).6) €) © 0) 'sileiieue/e! Cel ois) 1a, oy eho C6! 8 ie] le. .e)e; (6,0! \e) Tere) is) 


O1.@ hee) 0) @) 0) ©. age) ol alial-e) elle, <0.)./s\ ia iw eol al awl nial iw \u/Ke'srdin. le he) 0 hel-elie) sile) els) (e016 18) (© 


SXeure. tel .o) 'o: e)-e-'s pio ete ee Velie esse Sheree alte .e\'s) ‘sl sist sel ie, «| (6) te he) 6 


4. lace! {e iwiie} 0° 0] (e: 6) \0):¢ ene) te (eis) 's (siei<e (euieelle. 0's) "e: (si.s) (66) -s\relys) 6; 


9, 6) 10 ie! © @ (0) © 0 “@: “a Je) O01 10, 0) (0! 4, (0.66 0, 6 Lb Le, elve) 6) @ exe\ eh oish) & 6) (0) 0) (eile (oie! col 01 (0) 9,1 


1978 1977 
Approximate Carrying Approximate 
Equity Amount Equity 
Interest At Equity Interest 
% 
$1,485,978 50 
63 
December 31, 1978 Decemb 
Carrying Market Carrying 
Amount value Amount 
$2,474,012 $2,880,000 $2,805,976 
2,018,225 2,321,310 1,839,310 
Total of 
Financial 
Income and 
Financial Equity Equity 
Income Earnings Earnings 
$ 802,704 $ 802,704 
569,297 569,297 
125,437 125,437 
18,751 — $ (387,000) (368,249) 
542,000 542,000 
455,895 455,895 


| (ea) 1:8! (ese '®) 0) (9 coy iw) 0) 10 elle) Ble, '4 pl (© Wi Oe (0) e's 6: ol a le) ua) 9, Le) wie) enianiWuie, el@liaemeuieleielis, [x lel le 6.-6) (© 


$1,972,084 $ 155,000 $2,127,084 


1978 


Pere be rete we Ne TH IEC TE Wr rg ers 


Be IOMNGRICrer ie: core SO tale Soo eet 7,666,036 
afore avele ohana ee OHO Poles Oakes Reyes 505,482 


(Recovery of) provision for decline in market value of investment portfolio 
(including income tax expense of $202,000; 1977 income tax 


recovery of $20,000) 


Net gain (loss) on disposal of investments 
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Pa ruihcs: ros Spnclanccee tae th he AR co. Naan Se Ae (165,205) 


8,006,313 
$ 2,326,363 


Carrying 
Amount 
At Equity 


$1,078,978 


$6,160,757 


er 31, 1977 
Market 
Value 


$3,249,000 
2,106,000 


Disposal 
of 


Investments 


$ 323,625 
1,837,533 


165,205 
$2,326,363 


1977 
$3,165,477 


3,438,314 
45,945 


59,172 
3,543,431 
$ (377,954) 


4. SHARE CAPITAL 


(a) In December 1978 TALcorp Associates Limited amal- 
gamated with its wholly-owned subsidiary, Toronto and 
London Investment Company Ltd. As a result of this 
amalgamation the Class C shares held by the subsidiary 
were cancelled and their carrying amount allocated as 
follows: 


SIRO PEM TIIGN cite aia e caer celerte pig tee woe ate oe $ 7,373,040 
WIGHT HOC SUPP IUS) ssc76 se. ic-c stone raise e!s asian 2,565,494 
IRGtaINGHSCGININGS io0 cc's scieva cae a als ess 2,498,547 

$12,437,081 


(b) On December 28, 1978, at a special meeting of share- 
holders, the aggregate stated capital attributable to the 
Company’s Class A, Class B and Class C shares was 
increased by the amount of $12,198,636 by transferring 
$1,869,241 from contributed surplus and $10,329,395 from 
retained earnings. 


The transfer was deemed to be a dividend under 
sub-section 84(1) of the Income Tax Act (Canada). The 
Company has made the necessary elections under 
sub-section 83(1) of the Act so that the deemed dividend 
was payable out of the Company’s 1971 Capital Surplus 
On Hand at the option of the individual shareholders. 
(c) Class A, Class B and Class C shares are inter- 
convertible on a one for one basis. A summary of the 
Company’s share capital is as follows: 


1978 


1977, 


— 


Authorized: 
Under the Articles of 
Continuance there is no 
restriction on the maximum 
number of shares that the 
Company is authorized to issue. 
Issued: 
1,355,404 (1977: 1,295,621) 
Class A convertible 
common shares and 
Class B convertible 
common shares ..... 
1,860,000 Class C convertible 
non-voting partici- 
pating shares 


$17,571,602 $ 4,988,402 


7,161,304 
$17,571,602 $12,149,706 


vA 


(d) The Company has reserved 67,067 Class A shares for 
its Key Employee Stock Option Plan. Options granted 
under the Plan may be exercised on a cumulative basis at 
20% per annum, commencing one year subsequent to the 
date of grant, and expire six years subsequent to such date. 
During the year options to acquire 1,033 of the above 

shares were exercised for a cash consideration of $8,800. 


Options outstanding at December 31, 1978 are as follows: 


Year Option Outstanding 
Granted Price December 31, 1978 
1973 $9.00 6,900 
1975 9.00 880 
1975 8.00 11,480 
1977 9.25 5,700 
24,960 


Of the outstanding options 18,500 are held by directors and 
officers. 


(e) Asummary of transactions of the share capital account 
during 1978 is as follows: 


Number 
ofshares Amount 
Issued share capital at 
beginning of year 2.23.02 woo 3,155,621 $12,149,706 
Less: 
Cancellation of shares held by a 
subsidiary (note 4(a)) ........ 1,860,000 7,373,040 
1,295,621 4,776,666 
Add: 
Amounts transferred (note 4(b)) 12,198,636 
Shares issued pursuant to Senior 
Executive Share Purchase 
Plan (MOTE) es sc Siis oc 5 la oe 58,750 587,500 
Shares issued pursuant to Key 
Employee Stock Option Plan 
(noter4 (dj) e a: 1,033 8,800 


Issued share capital at end of year 1,355,404 $17,571,602 


5. INDEBTEDNESS TO THE COMPANY 


(a) During the year, the Company established a Senior 
Executive Share Purchase Plan to permit senior executives 
of the Company to purchase from the Company up to 
60,000 shares in the capital of the Company at prices to be 
not less than 90% of the fair market value and, in connec- 
tion therewith, to provide financial assistance in respect of 
such share purchases. If the executive should cease to be 
an employee, and in certain other circumstances, the 
Company has the right, for stipulated periods, to reacquire 
such shares, or part of them, at a price equal to the original 
sale price. Pursuant to the Plan the Company has made 
interest free loans aggregating $587,500 repayable in 
varying annual instalments commencing in 1981 with the 
full balance of such loans being repayable in 1988. 


(b) During the year one of the Company’s executives was 
indebted to a wholly-owned subsidiary of the Company 
under an interest free mortgage. The largest aggregate 
amount of indebtedness outstanding with respect to this 
loan since January 1, 1978 was $212,500 and the loan was 
repaid during the year. 


6. REAL ESTATE 


Revenue Producing Properties: 
Land 


i), 6) "e, lolita’ 0; (#y0) aye sa: © fe Ver Wi je..0 (8! 01.6) 61a Xe) (0) 0 Jolene: @ (elie. © Je ecenoienie. ole 16) le) he ibien ie, 19.10 


eee eee eee ee eee see eee eae eee eee eee eee eens ereene 


Ce cc 


Accumulated 1977 

Cost Depreciation Net Net 
$223,141 
$2,518,484 $10,855 $2,507,629 764,875 
2,518,484 10,855 2,507,629 987,986 
201,697 201,697 200,228 
$2,720,181 $10,855 $2,709,326 $1,188,214 


Depreciation on the buildings is recorded on a 5% fifty-year sinking fund basis, whereby an increasing amount consisting of 
a fixed annual sum together with interest compounded at a rate of 5% per annum is charged to earnings to depreciate the 


buildings over their estimated lives. 


7. NOTES, MORTGAGES AND ACCOUNTS RECEIVABLE 
Notes, mortgages and accounts receivable include the 
following: 


1978 1977 
Demand. notes ~ 9 uae: sence $1,148,482 $ 927,819 
Loans (o-directore i... 2.ce-0 ess eraes 587,500 212,500 
Mortgages: principal due within 
ONE: V.eare eens. 450,678 500,000 
principal due thereafter 1,013,558 440,000 
Other“ accounts. soo eee cee 712,327 1,076,963 


$3,912,545 $3,157,282 


8. BONDS AND MORTGAGES PAYABLE 
Details of bonds and mortgages payable are as follows: 
1978 1977 
642% First mortgage sinking 
fund bonds die 1985) ont ean: 
72 %-8Y2% First mortgage loan, 
payable $12,437 monthly 
including principal and 
interest, due 1997 


$ 395,500 $452,000 


1,503,104 
$1,898,604 $452,000 


CC 


Principal payments on the 612 % first mortgage sinking 
fund bonds are $56,500 annually until maturity. 
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9. INTEREST, DEPRECIATION AND INCOME TAXES 
Expenses include the following: 


1978 1977 
Interest: suscaz & sels a ea $ 24,000 $ 70,000 
Depreciation and amortization ..... 38,000 38,000 
Income tax expense (recovery): 
On operating earnings ...25°...4-.-- 269,000 (147,000) 
On equity adjustments .......... 38,000 66,000 


10. REMUNERATION OF DIRECTORS AND OFFICERS 


Aggregate remuneration paid to directors and officers of 
the Company as defined in The Securities Act (Ontario) 
was as follows: 


1978 1977 
Remuneration of directors and 
Senior ofticers a2 ct eee $295,125 $316,800 
Remuneration of a director by an 
unconsolidated subsidiary of 
the Company 2... 56.00 onsen. 1,875 2,500 


ch 
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TALCORP ASSOCIATES LIMITED 
INTERIM REPORT 


SIX MONTHS ENDED JUNE 30, 1978 


TALCORP ASSOCIATES 
INTERIM REPORT =o: tHe six 


CONSOLIDATED 
STATEMENT 

OF 

EARNINGS 
AND 

RETAINED 
EARNINGS 


CONSOLIDATED 
STATEMENT 

OF 

CHANGES 

IN 
INVESTMENTS 


MITED 


ITHS ENDED JUNE 30, 1978 (UNAUDITED) 


Financial income including interest, fees, trading gains and dividends ...............2.0 00002 eee 


Equity in net earnings (loss), before extraordinary gain, of associated 


Expenses (after $62,500 income tax recovery; 1977 — $22,500) 


and/unconsolidated subsidiary companies: 3052) .cy2 alte oe ech i.e 3 ks | IRB pel toe ls doit sie Abies 


Loss before net gain on disposal of investments and extraordinary gain... .......2. 2. eee ee eee 


Net gain on disposal of investments (after $77,000 income taxes; 1977 —$47,000)................. 


Extraordinary gain representing net profit on disposal of investment properties 
by unconsolidated! realiestate subsidiany © i) 334 Ak po duke mie yet ct ols so os | Me A eu ee al AEG 


Net earnings for the period 


Retained earnings at begitining/ot period: ses 4 bk a a ke a oe ss oS he we ea 2 eek Z 


Allocated portion of cost of shares purchased for cancellation ...............02. 0205 ee eeae 


Dividends 


Earnings per share 
Loss before net gain on disposal of investments and extraordinary gain. ........... 0002. eee 


Net gainion'disposalof investments: 14 ohare cud al als icy e eS '+! o | EMEMPE epee debe uy Cid chen £ 
EXtCaOncinanyiGainic lave! Cows me de leh io meue eh atid Shee cake Nile eel 4 4. oo] ne ere £2 (bs glee e 


motaltor the penode craks cic ck eed AS Eee co eae Ruel ote Ss als +o) Cee See Bi) ake. 


Weighted average number of shares outstanding during the period 
after deducting the shares held by a wholly-owned subsidiary. ...............2.2-22000. 


Sources of investment funds 
LOSS PROM OPENAtIGMSia as fa wleery al Net) eee Pemtoant ee tat Gute tah ot bos Ss sf RR ee She cg 
Less equity in net earnings (loss), before extraordinary gain,of associated and 

unconsolidated subsidiary companies net of provision for capital gains tax... .............. 


Proceeds'onidisposal/ of: mvestments: a2 7.0.2). = 2 why eee ek yeaa chk ee Ss a «| i I Ee il 
Decrease/initrading secunitieswmic- ha bates 4h ts, Sola eed falc > -| Re Bee hos ead 
Increased'share capital) ewe seaacs ttc cts io a/a bas Seek ict 2 co lato Ss '.| ere re) bad 
Decreaseiinicashand. Snogt-tenmGepOsits... cree tees fe ial eG) vio. aoe 3 «of Me le eke as 
Decrease'in notes:and accounts: receivablen. 3\c cits eG ctca cs es + | I ale 8 ay edule he 


Deduct: 


Increase in short-term deposits 
Increase in short-term advances to related companies 


Dividends paid 


Increasesin notesiand accountsireceivable A iyo. cs sachs cy ass +s + «| I ee 
Detreaselim. incomeitaxes: payavlewaisirie caddis BGR eels se } se Mh Be) ht 
Gost:ofishares purchased, fon Cancellation’ 7204. fof babes ces oss s+ a] ene ts Lats 
Increase: in tracing SeCUrILIGS sy <4... ta Fee eh Aah & istic ea ee es + Ss @ =| ines lane fal ae ke 
Miscellaneous (160) e mise at sat ai5 Re eon Bie eho bere fm ele oe uy ole sco! «| MMM eed Be Cay 40 Sf 


Funds used tor investments? joi03 3 acter la Go a G bee is sh oa Dee ree oes 6 MR lat GAA rol Gad) eh dp le 


investments at beginning Ofiperiod =. ei 2 cl.nok ed okie te ac wl s ® oe e+ -| Re tl a we ig Ach i 5 
Add (deduct): 
Equity in net earnings of associated and unconsolidated subsidiary companies less dividends received. . . . 
Carrying amountsiof investments disposed. of © 0). ek oe ee 5 + of RR whew eye ee 
Decrease in provision for decline in market value of investment portfolio. ................... 


Investments at end of period 


1,295,621 


1978 1977 
note 
326,354 $ 470828 
45,000 (154,000) 
371,354 316,828 
441 442 509,987 
(70,088) (193,159) 
298,807 313,092 
= 572,000 
228,719 691,933 
17,721,602 24,794,168 
17,950,321 25,486,101 
- (4,210,136) 
(291,515) (259,076) 
$17,658,806 $21,016,889 
$ (.05) $ (.15) 
23 24 
= 44 
$ 18 $ 53 
1,295,381 


$ (70,088) $ (193,159) 
7,000 (176,000) 
(77,088) (17,159) 
1,293,557 1,750,078 
702,352 = 
6,300 = 
= 7,313,706 
~ 196,320 
1,925,121 9,242,945 
819,129 = 
297,595 917,171 
291,515 259,076 
132,870 = 
68,491 48,146 
— 7 388,343 
= 337,848 
194,727 58,984 
1,804,327 9 009,568 
120,794 233,377 
17,256,178 20,860,288 
7,000 396,000 
(941,268) (1,630,810) 
24,000 241,000 
$16,466,704 $20,099 855 


Note: Restated to reflect elimination of equity adjustments for Bad Boy Appliances and Furniture Limited and Immobilia Inc. 


PRESIDENTS REPORT 


TO THE SHAREHOLDERS 


Interim Results 


Consolidated net earnings for the six months ended June 30, 
1978 were $228,719 (18¢ per share) compared with $691,933 
(53¢ per share) for the same period in 1977. The 1977 earnings 
have been restated to reflect the elimination of the equity adjust- 
ments for Bad Boy Appliances and Furniture Limited and Im- 
mobilia Inc. Bad Boy went into bankruptcy in the third quarter 
of 1977 and the investment in Immobilia was written off at 
December 31, 1977. Consequently, it was considered appropriate 
to eliminate from the 1977 accounts of the Company the equity 
adjustments for Bad Boy and Immobilia which had previously 
been recorded. 


Net gain on disposal of investments was $298,807 (23¢ per share) 
in the six months under review, compared with $313,092 (24¢ 
per share) in 1977. In 1977 an extraordinary gain of $572,000 
(44¢ per share) was realized from the sale by the Company’s 
wholly-owned subsidiary, Mid-Continent Property Group Limited, 
of two of its shopping centres. There was no corresponding item 
in the current period. 


Asset Value 


Shareholders’ equity at book value was $16.83 per share at 
June 30, 1978 compared with $16.88 at December 31, 1977. 
These figures are after giving effect to the deduction of 1,860,000 
Class ““C” shares of the Company held by a wholly-owned sub- 
sidiary. The decrease in shareholders’ equity per share during this 
period is the net result of the above noted earnings for the six 
months ended June 30, 1978 less the payment of the Company’s 
22%¢ semi-annual dividend in March, 1978. 


In the view of your management, the underlying value per share 
of the Company is slightly in excess of book value. 


Review of Major Investments 
Barrymore Carpet Inc. (50% owned) 


Barrymore earned $308,000 in the first six months of 1978, 
compared with $173,000 in the first half of 1977. Its sales for 
the 1978 period increased by 16% to $9,454,000, from $8,158,000 
last year. We are very pleased with this result and are confident 
that for the full year Barrymore will substantially exceed its 1977 
earnings of $525,000. 


Alliance Building Corporation Limited (63% owned) 


During the first six months of 1978, Alliance incurred a loss of 
$404,000, compared with the loss of $560,000 for the first six 
months of 1977. As noted below, we are in the process of selling 
our investment in Alliance. 


Recent Events 


As recently announced, we have negotiated a proposal which is 
expected to result in the disposal of our investment in Alliance 
Building Corporation Limited. The proposed transaction is to be 
effected by way of amalgamation of Alliance with a company 
owned by Canadian Realty Investors and Melford Developments 
Inc. Following the amalgamation, all shareholders of Alliance 
will receive $5.25 for each of their common shares of Alliance. 


AR23 


Completion of the proposed transaction is conditional upon the 
approval of the majority of the shareholders of Alliance, other 
than Talcorp, and upon approval by the shareholders of the other 
amalgamating company. An Alliance shareholders’ meeting is to 
be held at the end of September, 1978 to consider the amalga- 
mation. Completion of this transaction would substantially in- 
crease the liquidity of your Company. 


The settlement reported to you in our 1977 Annual Report 
between ourselves and D.B. Diversified Limited with respect to 
our investment in Bad Boy Appliances and Furniture Limited has 
now been finalized. Under this agreement, D.B. Diversified pur- 
chased Talcorp’s Bad Boy shares in exchange for $1,600,000 
cumulative redeemable preferred shares of D.B. Diversified (with 
a dividend rate of one-half the prime bank rate plus 14%). Talcorp 
also received the right to a $400,000 preferential distribution out 
of profits of Barrymore Carpet Inc. (jointly owned by Talcorp 
and D.B. Diversified), if Barrymore achieves certain profit levels 
for the five year period ending December 31, 1981. In addition, 
Talcorp received a further $900,000 of D.B. Diversified’s cumula- 
tive redeemable preferred shares, redeemable in 1981, 1982 and 
1983, in settlement of a loan of that amount made by Talcorp to 
D.B. Diversified at the time of the Bad Boy acquisition. 


Outlook 


We are already in an extremely strong liquid financial position 
with virtually no debt and we will receive in excess of $7,000,000 
in cash if the proposed Alliance transaction is completed. We are 
continually reviewing investment prospects and are confident that 
this search will result in new acquisitions which will contribute to 
our objective of increased net assets per share. 


On behalf of the Board of Directors 


) CL 


Robert Smith 
Chairman and President 


< 
August 29, 1978 


